DEPARTMENT OF PUBLIC WORKS 


BUREAU OF SANITATION 
BOARD REPORT NO. 1 
APRIL 4, 2014 


CD: ALL 


REQUEST AUTHORITY TO EXECUTE MEMORANDUM OF UNDERSTANDING BETWEEN 
THE LOS ANGELES DEPARTMENT OF WATER AND POWER AND THE BUREAU OF 
SANITATION 


RECOMMENDATIONS 


1. Authorize the President of the Board and the Director of the Bureau of Sanitation (BOS) to 
execute a Memorandum of Understanding (MOU) with the Los Angeles Department of 
Water and Power (LADWP) for sharing costs and increased revenue from auditing water 
and wastewater billings pursuant to a Professional Services Agreement (Agreement) 
between LADWP and Utility Revenue Management Company Inc. (URM). 


2. Authorize the Director to make technical corrections to the MOU following execution by the 
President and Director to ensure consistency between the MOU and Agreement. 


3. Return the executed MOU to the BOS for transmittal to LADWP for the MOU's approval by 
the Board of Water and Power Commissioners and full execution by LADWP (contact Dale 
Burgoyne at (213) 485-2302 for pick up). 

TRANSMITTALS 


Draft MOU between the Los Angeles Department of Public Works, Bureau of Sanitation 
and the Los Angeles Department of Water and Power. 


Draft Los Angeles Department of Water and Power Professional Services Agreement with 
Utility Revenue Management Company Inc. 





FISCAL IMPACT STATEMENT 


There is no impact on the General Fund. BOS will reimburse LADWP $3.00 per wastewater 
account analyzed by URM and for a 25% share of recovered Sewer Service Charge (SSC) 
revenues from the Sewer Construction and Maintenance Fund. This amount will be paid from a 
dedicated line item on Schedule 14, the budget for the Sewer Construction and Maintenance 
Fund, to be established in FY 2014-15 and beyond. If the Agreement is in place in time for 
charges to be incurred in FY 2013-14, reimbursement to LADWP will be included in the Year- 
End Financial Status Report. However, these amounts will be offset by the increased revenues 
to the Fund resulting from URM’s services. It is estimated that approximately $240,000 per year 
will be spent on the account reviews. The revenue sharing component is impossible to estimate 
at this time, but could exceed $200,000 in the first year of the agreement, increasing in 
subsequent years. However, the cost of the revenue sharing will be covered by increased 
revenue equal to four times the cost. 
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DISCUSSION 


On September 23, 2013, LADWP issued a Request for Proposals (RFP) for companies to 
review water and wastewater billings to identify accounts that are being underbilled. URM was 
selected by LADWP staff to perform the work. A draft Agreement between LADWP and URM 
has been negotiated. However, the Agreement will not be approved by the Board of Water and 
Power Commissioners and executed until this MOU is also fully executed. 


URM's Services 

Pursuant to the Agreement, URM will identify causes and remedies for inaccuracies in water 
and wastewater revenue. URM, in conjunction with the LADWP and BOS, will examine certain 
water utility billing and metering functions to identify causes of, and remedies for, inaccuracies 
in water and wastewater billings and associated water metering. LADWP will perform all 
necessary field investigations and resolve all equipment and billing corrections. URM will report 
on all metering and billing anomalies discovered through the course of their analysis. The focus 
of URM's work will be on the information that feeds into LADWP’s billing system, not the billing 
system itself. 


URM will review accounts to determine if the billed consumption and consumption patterns are 
consistent with the land use types. URM will analyze LADWP’s Customer Care and Billing 
(CC&B) system and identify billing information erroneously omitted or incorrectly entered, such 
as the SSC rate code, customer classification, or number of apartment units; accounts that have 
been dropped from the system; and accounts with irregular consumption patterns due to illegal 
connections to the water system. URM will review the CC&B system to look for accounts that 
are listed as providing only water, but are also receiving sewer service. The services will be dye- 
tested to confirm they are connected to the City’s sewer system. URM will also identify and 
analyze accounts that may have other sources of water that discharge into the City sewer 
system. 


Industrial accounts will be reviewed for accuracy of applying quality surcharge factors and 
calculation of the surcharges. The information contained on the CC&B System will be compared 
against the information on file at the Industrial Waste Management Division (IWMD) to ensure 
that each customer is paying the correct surcharges. Any industry that appears to possess the 
characteristics that would warrant a surcharge will be sampled at IWMD's direction. 


URM will review all credits given to customers, such as credits for the use of cooling towers, 
boilers, laundries, irrigation system, etc. based on existing ordinances covering credits and 
internal policies for implementing the ordinance provisions. 


Description of the MOU 

The MOU between the BOS and LADWP is for sharing the costs and increased revenue from 
auditing water and wastewater revenue to be done by URM. The term of this MOU will expire in 
eight (8) years after execution of the MOU or when the Agreement between the LADWP and the 
BOS is terminated, if earlier. 
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BOS will reimburse LADWP the $3.00 fixed amount per wastewater service account analyzed 
by URM that LADWP pays URM for their reviews during the first three years of the MOU. In 
addition, BOS will reimburse LADWP for any payment made to URM equal to twenty five 
percent (25%) of the increased Sewer Service Charge revenues due to URM’s efforts for a 
period of five (5) years following the correction resulting in the increased revenues. 


The MOU requires that BOS approve any changes to the wastewater accounts recommended 
by URM and that BOS approve the amounts in the monthly invoices from LADWP. 


MOU Justification 

The services covered by the Agreement can be performed more economically or feasibly by an 
independent contractor than by City employees due to the proprietary nature of the work and 
required expertise. URM has successfully executed two pilot studies for LADWP (including a 
wastewater component) during the calendar years 2011 and 2012. These services will recover 
revenues that are currently being lost due to inaccuracies in water metering and charging the 
customers. The MOU is needed for the BOS to fairly pay the costs of URM'’s services related to 
the wastewater service accounts and which will increase Sewer Service Charge revenues. 


STATEMENT OF FUNDING 


No funding is anticipated to be needed in FY 2013-14 for reimbursement to LADWP for the 
wastewater portion of URM’s fee. BOS has requested request an appropriation in the FY 2014- 
15 budget to cover the reimbursement in that year, and future Fiscal Years will be requested 
through the normal budgetary process. 





Prepared by: 

Dale Burgoyne, FMD 
Carlos Cueva, FMD 
(213) 485-2464 
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